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ADMINISTRATIVE SERVICES 
DEPARTMENT 

 

M   E   M   O   R   A   N   D   U   M 

 

  

DATE: June 6, 2012 
  

TO: Rich Zwicker, Council President 

Renton City Councilmembers 

  

FROM: Iwen Wang, Administrative Services Administrator 

  

SUBJECT: Updated financial info contained in October 17, 2011 memo from Mayor 
Law to Renton City Council regarding West Hill Annexation  

  

**PLEASE NOTE: The year used on the Ongoing Annexation Impact – General Fund table only indicates 
the projection period, not the proposed or anticipated timing of the annexation being effective.   Also, 
the service level/staffing could change so that the costs are within the total available resources. 

The purpose of this memo is to provide the City Council with the most up to date information about 
financial impacts on the proposed West Hill Annexation due to the updated economic condition and 

results of 2012 State Budget actions.  We also want to point out an important point about the 
annexation process that we had not identified in the past.  Under the state annexation law for code 

cities (35A.14.090), should the voters approve the annexation, the only decision city council will make is 
when the annexation will be effective.   The city cannot reject the annexation at that point. Based on 
present information and the challenge of the projected 2013-2014 city budget, the Administration is 
recommending not moving forward with the annexation election in November 2012, and to further 

delay the annexation election until such time as the City’s financial condition improves or other long-
term financing tools become available to support the annexation funding gap. 

 

The attached memo was initially drafted for Council consideration in October 2011.  The memo is 
essentially the same, but now contains updated financial information, highlighted in red, where 

applicable.  Also attached is the outreach information that the City prepared and used in its effort to 
build a coalition to create positive change in the area, regardless whether or not it is annexed to Renton. 
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A draft Committee of the Whole report is also attached for your consideration at the meeting on June 
11.  If so directed, Administration will draft a resolution to request that King County Council remove the 

annexation from the November 2012 election ballot. 
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EXECUTIVE DEPARTMENT 

 

 

M   E   M   O   R   A   N   D   U   M 

 

  

DATE: October 17, 2011 
  

TO: Terri Briere, Council President 

Renton City Councilmembers 

  

FROM: Mayor Denis Law 

  

SUBJECT: Update: West Hill Annexation Fiscal Impact  

  

The purpose of this memo is to provide you with an update about the financial outlook for the proposed 
West Hill annexation as part of our ongoing efforts to see if there is a financially sustainable path to 

annex the area. Last year, the City Council approved Resolution 4061 to ask West Hill voters to consider 
annexation in February, 2012.  This action provided my staff with time to continue seeking an adequate 

revenue source that is needed in order for the City to provide municipal services to West Hill for the 
short- and long-term if annexation was approved. 

As you know, I have been a strong advocate for annexing the West Hill if we can find a sustainable way 
to cover the costs of providing vital services to this community, which has been neglected for many 
decades. I lived in Bryn Mawr for a time and my daughters attended Lakeridge Elementary. In those 

days, we had two major supermarkets, a nice pharmacy, restaurants, hardware store and a strong sense 
of community. The only thing remaining today is the strong sense of community. 

This sense of community, nurtured by Skyway Solutions and local businesses, is very inspiring and has 
reinforced our efforts to try and find ways to annex this area into Renton to provide the quality services 
that are desperately needed. However, my position has consistently been that we need to find a way of 

annexing the area without negatively impacting the services we currently provide Renton residents. 
Despite working at this effort very hard for nearly four years, including engaging elected officials at 

every level of government and with private sector foundations, we have not been successful at bridging 
the significant gap between the cost of providing service and the revenues we will generate at this time. 

When you approved the resolution for an annexation election, I outlined some risks to moving the 
matter forward for a vote of West Hill residents. As I mentioned earlier, the City offered this option since 
it provided us more time to try and find a sustainable funding path. However, moving on to an election, 
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despite our inability to secure needed revenues, will raise the expectations of West Hill residents about 
potential annexation, and if they vote yes, create the expectation that annexation will occur.  

I understand the desire by many council members to still have an election in order to get a sense from 
the West Hill residents on whether they truly want to be part of Renton. The vote will provide us with a 

clear direction on whether to continue to pursue revenue sources so that we can serve the area, or 
abandon the annexation discussion for now. 

If for any reason the council should decide not to move for an election in February, a resolution will 
need to be passed by the October 24th meeting, which is the reason for providing an update to you at 
this time. We are prepared to move forward with the election as you have directed, unless directed 

otherwise, but I want to emphasize, once again, that I cannot support annexing this area until an 
adequate funding source is found. The impact of trying to provide municipal services to West Hill, with 
the significant projected revenue shortfall now, and in the future when the state subsidy ends, will be 

tremendous to our local residents.  That doesn’t mean that we won’t continue to explore revenue 
options with the county and state if residents vote to annex to Renton. 

Here is our current financial analysis, which isn’t much different from what you have been presented 
with earlier this year:  

Updated Estimate of Fiscal Impacts 

The purpose of estimating costs and revenues for the annexation area is to see a picture of what 
resources are needed on the short- and long-term to provide services to the annexing area and the 
current City. Renton City departments were asked to determine how Renton would extend current 

levels of service to annexation areas. Our future costs and revenues for West Hill annexation fall into 
four areas, including: 

 

 General fund and enterprise fund to provide ongoing city services;  

 One-time transition costs for equipment and vehicles;  

 Pre-annexation start-up costs for hiring staff; and  

 Long-term capital funding and infrastructure needs. 

In total, Renton would need to identify resources of nearly $4M in startup costs; at least $1.5M for 
ongoing operations over and above the revenues the newly annexed area would generate, and the state 
subsidy; and $4M each year to fund the estimated capital needs for the area. Below is more information 

about the current estimates in each of these areas. 

Ongoing Annexation Impact – General Fund: $1.3M in 2013 growing to $4.5M annually in 2023 

 Current plans envision adding 96.5 staff across all city departments to provide all city services 

 Some staffing additions would benefit the city as a whole 

 Estimated General Fund revenues compared to costs for year 1 and year 10 of annexation: 
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 2013 (upon annexation) 2023 

Anticipated Revenues $7.50 $9.13 

State Sales Tax Credit (2nd .01%) $2.00 $0.00 

Anticipated Expenditures $10.85 $13.60 

Anticipated Gap ($1.35) ($4.47) 

 

Ongoing Annexation Impact – Enterprise Funds: rate increases 

 Annual difference between estimated costs and revenues: (-$400K) 

 One-time equipment costs of $605,000  

 Solid waste, Surface Water, Technical Services 

 Enterprise funds would rely on rate and fee increases to close estimated gaps 

 

Startup and Equipment Costs: $2.5M 

 Transition costs: vehicles, equipment, get parks and streets up to City standards 

 Also personnel recruitment; land surveys; population census; boundary surveys, computer and 
phone equipment 

 Could be partially offset by one-time revenues from King County ($600K/year over 3 years) 

 

Pre-annexation Hiring: $1.6M 

 Police: lead time to recruit and train 

 Human resources: support for hiring annexation-related staff 

 

Long-Term Infrastructure/Capital Costs: $4.1M estimated annually 

 Skyway and Bryn Mawr parks, storm water and street (Renton TIP) infrastructure costs 

 An annual estimate to extend Renton’s current capital facilities program into West Hill 

 Currently Renton dedicates Real Estate Excise Tax to support capital projects 

 Will need to identify, phase and fund with other capital development priorities 
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Efforts to Drive Down the Gap  

 Since early 2010, Renton has reached out to federal, state, county, and non-profit funders to ask 
for partnerships to help fund services to the area if annexation was approved, and to support 

the community’s vision to create positive change in the community.  

 Our efforts have included visits to Olympia and Washington DC, to make visible the need for 
operating funds to facilitate annexation.  

 Renton received tremendous support from our state legislative delegation and particularly from 
Senator Prentice and Representative Pettigrew with expansion of the state sales tax credit, 

capital budget appropriations for sidewalk development on the Renton Avenue South business 
corridor, and grant funding for community building. We have consistently championed the 
creation of more funding tools for the city to facilitate annexation in our legislative agenda.  

 

Efforts and Planning Since August 2010 

 Request to King County for transition funding (Offer: $600K/year for 3 years post-annexation) 

 Joint City-County work to build sidewalks along Renton Avenue: $250K state capital 
appropriation in 2010, $182,495 federal CDBG funding obtained by KCDOT in 2010; $750,000 
state capital appropriation in 2011. KCDOT has also applied for $291,300 in additional funds 

from the TIB for the project (June 2012, did not receive funding). 

 Reduce public safety costs (2- to 1-officer car on patrol) after 2018 (savings: ~$4.7M) 

 Applied for COPS Hiring Grant – 3 years, 6 officers (September 2011, did not receive grant) 

 Negotiate with Skyway Water/Sewer district for utility tax ($270K) 

 Congressional requests (Sen. Cantwell): Neighborhood Crime Initiative; Renton Avenue 
Streetscape Improvements; Storm System & Drainage Infrastructure Improvements 

 Progress: Interest by King County DDES to transition land use and development services to the 
City pre-annexation 

 Explored public safety partnerships with KC Sheriff’s Office  

 Dialogue with Seattle Foundation about potential long-term community revitalization 
investments and efforts. To date, Seattle Foundation has made Skyway Solutions investments 

including $5,000 Neighbor-to-Neighbor grant to establish the Skyway Youth Council and $15,000 
Neighborhoods & Communities grant.  This is in addition to significant Seattle Foundation grants 

to the Renton School District and Renton Area Youth & Family Services that focus on West 
Hill/Skyway. The Seattle Foundation anticipates a place-based initiative, which could be focused 

in this area, with significant investments and leveraged funding from the Gates Foundation, 
corporations such as Boeing. 

 

How Fiscal Impacts are Estimated 

 Compares estimated revenues from the annexation to the estimated costs of city levels of 
service 

 Assumes Renton level of service is extended to annexation area if voters approve (effective 
January 2013) 

 Different drivers of costs of service (population, demographics, topography, street lane miles, 
crime rates, surface water facilities, park acres) 

 Revenues overall grow 1.5% per year; specific sources according to Renton’s growth rates  

 Expenditures grow at 3.3% per year 
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 Revenue from state sales tax credit: 0.1 percent against state share of the sales tax (operations 
only) available for 10 years 

 

Risks / Benefits 

 There is an identity and connection between Skyway/West Hill and Renton 

 Annexation would bring improved services by those who live in West Hill (municipal level of 
services: police, economic development, neighborhood program, recreation program, higher 

maintenance levels) 

 Extent of cost-revenue imbalance is dependent on service level assumptions 

 No sustainable financial plan to annex without impacting current city service levels  

 Even in most positive scenario, after 2023 costs exceed revenues to serve the area 

 After 2023, when sales tax credit is not available, the cost-revenue imbalance is estimated to 
rise to nearly $4.5M per year 

 Annexation could exacerbate budget challenges the City is already experiencing 
o Slower-than-usual revenue growth 

o General fund already faces 2013-14 challenges 
o Further decline of sales tax revenue base reduces amount of sales tax credit available 

($2M or less); as State tackles budget challenges, reliance on this source long-term is 
uncertain 

o Declining AV could reduce future property tax revenue collections from current 
estimates 
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COMMITTEE OF THE WHOLE 

COMMITTEE REPORT 

WEST HILL ANNEXATION ELECTION 

June 11, 2012 

 

 

 

COMMITTEE OF THE WHOLE 

COMMITTEE REPORT 

 

June 11, 2012 

 

WEST HILL ANNEXATION ELECTION 

 

The Committee of the Whole deliberated on West Hill annexation election timelines and options.  With 
the consideration of the projected City 2013-2014 budget challenge, the Committee of the Whole 
wishes to further delay the annexation election until such time the City’s financial condition improves or 
other long-term financing tools become available to support the annexation funding gap. Therefore, the 
Committee hereby directs the Administration to draft a resolution to request King County to remove the 
item from the November 2012 election, to be presented to the City Council for potential action on June 
18. 

 

 

 

       

Rich Zwicker, City Council President 
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